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in those plans. However, if requested 
by RUS, a borrower must provide an in-
formational copy of such plans to RUS. 

§ 1717.605 Design standards, plans and 
specifications, construction stand-
ards, and RUS accepted materials. 

All borrowers, regardless of the 
source of funding, are required to com-
ply with applicable RUS requirements 
with respect to system design, con-
struction standards, and the use of 
RUS accepted materials. Borrowers 
must comply with applicable RUS re-
quirements with respect to plans and 
specifications only if the construction 
or procurement will be financed by 
RUS. These requirements are set forth 
in other RUS regulations, especially in 
7 CFR parts 1724 and 1728. 

§ 1717.606 Standard forms of construc-
tion contracts, and engineering and 
architectural services contracts. 

All borrowers are encouraged to use 
the standard forms of contracts pro-
mulgated by RUS for construction, ma-
terials, equipment, engineering serv-
ices, and architectural services, regard-
less of the source of funding for such 
construction and services. Borrowers 
are required to use these standard 
forms of contracts only if the construc-
tion, procurement or services are fi-
nanced by RUS, and only to the extent 
required by RUS regulations. RUS re-
quirements with respect to such stand-
ard forms of contract are set forth in 7 
CFR part 1724 for architectural and en-
gineering services, and in 7 CFR part 
1726 for construction, materials, and 
equipment. 

§ 1717.607 Contract bidding require-
ments. 

Borrowers must follow RUS require-
ments regarding bidding for contracts 
for construction, materials, and equip-
ment only if financing of the construc-
tion or procurement will be provided 
by RUS. These requirements are set 
forth in 7 CFR part 1726. 

§ 1717.608 RUS approval of contracts. 
(a) Construction contracts and architec-

tural and engineering contracts. RUS ap-
proval of contracts for construction 
and procurement and for architectural 
and engineering services is required 

only when such construction, procure-
ment or services are financed by RUS. 
Detailed requirements regarding RUS 
approval of such contracts are set forth 
in 7 CFR part 1724 for architectural and 
engineering services, and in 7 CFR part 
1726 for construction and procurement. 

(b) Large retail power contracts. RUS 
approval of contracts to sell electric 
power to retail customers is required 
only if the contract is for longer than 
2 years and the kWh sales or kW de-
mand for any year covered by the con-
tract exceeds 25 percent of the bor-
rower’s total kWh sales or maximum 
kW demand for the year immediately 
preceding execution of the contract. 
This requirement applies regardless of 
the source of funding of any plant ex-
tensions, additions or improvements 
that may be involved in connection 
with the contract. 

(c) Power supply arrangements. (1) 
Power supply contracts (including but 
not limited to economy energy sales 
and emergency power and energy 
sales), interconnection agreements, 
interchange agreements, wheeling 
agreements, pooling agreements, and 
any other similar power supply ar-
rangements subject to approval by 
RUS are deemed approved if they have 
a term of 2 years or less. Amendments 
to said power supply arrangements are 
also deemed approved provided that the 
amendment does not extend the term 
of the arrangement for more than 2 
years beyond the date of the amend-
ment. 

(2) Any amendment to a schedule or 
exhibit contained in any power supply 
arrangement subject to RUS approval, 
which merely has the effect of either 
altering a list of interconnection or de-
livery points or changing the value of a 
variable term (but not the formula 
itself) contained in a formulary rate or 
charge is deemed approved. 

(3) The provisions of this paragraph 
(c) apply regardless of whether the bor-
rower is a seller or purchaser of the 
services furnished by the contracts or 
arrangements, and regardless of wheth-
er or not a Federal power marketing 
agency is a party to any of them. 

(d) System management and mainte-
nance contracts. RUS approval of con-
tracts for the management and oper-
ation of a borrower’s electric system or 
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for the maintenance of the electric sys-
tem is required only if such contracts 
cover all or substantially all of the 
electric system. 

(e) Other contracts. [Reserved] 

§ 1717.609 RUS approval of general 
manager. 

(a) If a borrower’s mortgage or loan 
contract grants RUS the unconditioned 
right to approve the employment and/ 
or the employment contract of the gen-
eral manager of the borrower’s system, 
such approval is hereby granted pro-
vided that the borrower is in compli-
ance with all provisions of its loan doc-
uments and any other agreements with 
RUS. 

(b) If a borrower is in default with re-
spect to any provision of its loan docu-
ments or any other agreement with 
RUS: 

(1) Such borrower, if directed in writ-
ing by RUS, shall replace its general 
manager within 30 days after the date 
of such written notice; and 

(2) Such borrower shall not hire a 
general manager without prior written 
approval by RUS. 

§ 1717.610 RUS approval of compensa-
tion of the board of directors. 

If a borrower’s mortgage or loan con-
tract requires the borrower to obtain 
approval from RUS for compensation 
provided to members of the borrower’s 
board of directors, such requirement is 
hereby waived. 

§ 1717.611 RUS approval of expendi-
tures for legal, accounting, engi-
neering, and supervisory services. 

(a) If a borrower’s mortgage or loan 
contract requires the borrower to ob-
tain approval from RUS before incur-
ring expenses for legal, accounting, su-
pervisory (other than for the manage-
ment and operation of the borrower’s 
electric system, see § 1717.608(d)), or 
other similar services, such approval is 
hereby granted. However, while ex-
penditures for accounting do not re-
quire RUS approval, the selection of a 
certified public accountant by the bor-
rower to prepare audited reports re-
quired by RUS remains subject to RUS 
approval. 

(b) If a borrower’s mortgage or loan 
contract requires the borrower to ob-

tain approval from RUS before incur-
ring expenses for engineering services, 
such approval is hereby granted if such 
services will not be financed by RUS. 
Approval requirements with respect to 
engineering services financed by RUS 
are set forth in other RUS regulations. 

§ 1717.612 RUS approval of borrower’s 
bank or other depository. 

If a borrower’s mortgage or loan con-
tract gives RUS the authority to ap-
prove the bank or other depositories 
used by the borrower, such approval is 
hereby granted. However, without the 
prior written approval of RUS, a bor-
rower shall not deposit funds from 
loans made or guaranteed by RUS in 
any bank or other depository that is 
not insured by the Federal Deposit In-
surance Corporation or other Federal 
agency acceptable to RUS, or in any 
account not so insured. 

§ 1717.613 RUS approval of data proc-
essing and system control equip-
ment. 

If a borrower’s mortgage or loan con-
tract requires the borrower to obtain 
approval from RUS before purchasing 
data processing equipment or system 
control equipment, such approval is 
hereby granted if the equipment will 
not be financed by RUS. 

§ 1717.614 Notification of rate changes. 
If a distribution borrower is required 

by its loan documents to notify RUS in 
writing of proposed changes in electric 
rates more than 30 days prior to the ef-
fective date of such rates, the required 
notification period shall be 30 days. 
Moreover, such notification shall be re-
quired only upon the request of RUS. 

§ 1717.615 Consolidations and mergers. 
A distribution or power supply bor-

rower may without the prior approval 
of RUS, consolidate or merge with any 
other corporation or convey or transfer 
the mortgaged property substantially 
as an entirety if the following condi-
tions are met: 

(a) Such consolidation, merger, con-
veyance or transfer shall be on such 
terms as shall fully preserve the lien 
and security of the RUS mortgage and 
the rights and powers of the mortga-
gees; 
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